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OATH OR AFFIRMATION

Thomas Stern swear or affinn that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

brokersXpress LLC as

of December 31 20 08 are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

r1 _______RONALDLWETL
P4OTANYPUUC.STATECF.UNOIB Signature

Chief Financial Officer

Title

Notary Pul
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consolidation

An Oath or Affirmation
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Member

brokersXpress LLC

We have audited the accompanying statement of financial condition of brokersXpress LLC the

Company wholly owned subsidiary of optionsXpress Holdings Inc as of December 31
2008 This statement of financial condition is the responsibility of the Companys management
Our responsibility is to express an opinion on this statement of financial condition based on our

audit

We conducted our audit in accordance with auditing standards generally accepted in the United

States Those standards require that we plan and perform the audit to obtain reasonable assurance

about whether the statement of financial condition is free of material misstatement We were not

engaged to perform an audit of the Companys internal control over financial reporting Our

audit included consideration of internal control over financial reporting as basis for designing

audit procedures that are appropriate in the circumstances but not for the purpose of expressing

an opinion on the effectiveness of the Companys internal control over financial reporting

Accordingly we express no such opinion An audit also includes examining on test basis

evidence supporting the amounts and disclosures in the statement of fmancial condition

assessing the accounting principles used and significant estimates made by management and

evaluating the overall statement of financial condition presentation We believe that our audit

provides reasonable basis for our opinion

In our opinion the statement of fmancial condition referred to above presents fairly in all

material respects the financial position of brokersXpress LLC at December 31 2008 in

conformity with U.S generally accepted accounting principles

1o47LLP
Chicago illinois

February 25 2009
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brokersXpress LLC

Statement of Financial Condition

December 31 2008

Assets

Cash 2762027

Due from affiliated broker 1019638

Other assets 284652

Total assets 4066317

Liabilities and members equity

Accrued liabilities 1130869

Due to Parent 52955

Members equity 2882493

Total liabilities and members equity 4066317

See accompanying notes
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brokersXpress LLC

Notes to Statement of Financial Condition

December 31 2008

Basis of Presentation

brokersXpress LLC the Company follows United States generally accepted accounting

principles including certain accounting guidance used by the brokerage industry

Nature of Operations

brokersXpress LLC is registered as broker-dealer and investment advisor with the Securities

and Exchange Commission SEC and is member of the Financial Industry Regulatory

Authority Inc FINRA The Company is also registered as an introducing broker with the

Commodity Futures Trading Commission CFTC and is member of the National Futures

Association NFA The Company is focused on providing internet-based option stock mutual

fund fixed-income futures and insurance-related brokerage services to retail customers via

investment professionals brokersXpress LLC is wholly owned subsidiary of brokersXpress

Illinois Inc which is wholly owned subsidiary of optionsXpress Holdings Inc the Parent

The Company clears all customer transactions through optionsXpress Inc oX Inc an

affiliated clearing broker on fully disclosed basis

Significant Accounting Policies

Use of Estimates

The preparation of the statement of financial condition in conformity with United States

generally accepted accounting principles requires management to make estimates and

assumptions regarding matters affecting the statement of financial condition and the

accompanying notes Actual results could differ from managements estimates

Recent Accounting Pronouncements

In May 2008 the FASB issued SFAS No 162 The Hierarchy of Generally Accepted Accounting

Principles SFAS No 162 identifies the sources of accounting principles and the framework for

selecting the principles to be used in the preparation of financial statements of non-governmental

entities that are presented in conformity with generally accepted accounting principles in the

United States the GAAP hierarchy SFAS No 162 is effective 60 days following the SECs

approval of the Public Company Accounting Oversight Board PCAOB amendments to United

States Auditing Standards AU Section 411 The Meaning of Present Fairly in Conformity with

Generally Accepted Accounting Principles The adoption of SFAS No 162 is not expected to

have material impact on the Companys statement of financial condition
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brokersXpress LLC

Notes to Statement of Financial Condition continued

Other Assets

Other assets consisted of the following at December 31

Prepaid expenses 146831

Broker receivables net 127646

Other assets 10175

284652

Accrued Liabilities

Accrued liabilities consisted of the following at December 31

Registered representative brokerage commissions 571987

Accrued employee compensation 250000

Other accrued liabilities 308882

1130869

Commitments and Contingencies

In the ordinary course of business the Company is subject to lawsuits arbitrations claims and

other legal proceedings Management cannot predict with certainty the outcome of pending legal

proceedings substantial adverse judgment or other resolution regarding the proceedings could

have material adverse effect on the Companys financial condition However in the opinion of

management alter consultation with legal counsel the outcome of any pending proceedings is

not likely to have material adverse effect on the financial condition of the Company

In the ordinary course of business the Company enters into contracts that contain variety of

representations and warranties that provide indemnifications to the counterparties under certain

circumstances The Companys maximum exposure under these arrangements is unknown as

this would involve future claims that may be made against the Company that have not yet

occurred The Company expects the risk of loss to be remote
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brokersXpress LLC

Notes to Statement of Financial Condition continued

Credit Risk

Under the terms of the Companys clearing agreement with its affiliate the Company introduces

its customers accounts to its affiliate who as the clearing broker clears and maintains all of the

Companys customer account activity In accordance with applicable margin lending practices

and in conjunction with the affiliated clearing broker customer balances are typically

collateralized by cash and securities in the customers accounts Leverage involves securing

large potential future obligation with lesser amount of cash or securities The risks associated

with margin credit and leverage increase during periods of fast market movements or in cases

where leverage or collateral is concentrated and market movements occur During such times

customers who utilize margin credit or leverage and who have collateralized their obligations

with securities may find that the securities have rapidly depreciating value and may not be

sufficient to cover their obligations in the event of liquidation The Company may be obliged for

margin extended to the Companys customers by its affiliated broker and is thus exposed to

credit risk when its customers execute transactions such as short sales of options and equities or

futures transactions that can expose them to risk beyond their invested capital At December 31
2008 the Company had $21192253 in credit extended to its customers through the Companys
affiliated clearing broker

The margin and leverage requirements that the affiliated broker imposes on its customer

accounts meet or exceed those required by various regulatory requirements and Regulation of

the Board of Governors of the Federal Reserve The amount of this risk is not quantifiable since

the risk is dependent upon analysis of potential significant and undeterminable rise or fall in

stock prices As result the Company through its affiliated broker is exposed to significant off-

balance sheet credit risk in the event customer collateral is not sufficient to fully cover losses that

customers may incur In the event customers fail to satisfy their obligations the affiliated broker

may be required to purchase or sell financial instruments at prevailing market prices to fulfill the

customers obligations The Company believes that it is unlikely that it will have to make any
material payments under these arrangements and no liabilities related to these guarantees and

indemnifications have been recognized in the accompanying statement of financial condition

The Company maintains its cash balances at two financial institutions Accounts are insured by

the Federal Deposit Insurance Corporation up to $250000 per depositor per institution

Uninsured balances were $2412027 at December 31 2008 Management believes that the

Company is not exposed to any significant credit risk on these cash balances

081 1-1005872_Condition



brokersXpress LLC

Notes to Statement of Financial Condition continued

Employee Benefit Plan

The Companys eligible employees have the option to participate in the 401k savings plan

sponsored by an affiliate Discretionary contributions may be made to the plan although no such

contributions have been made to the plan for the year ended December 31 2008

10 Employee Stock Purchase Plan

The Companys Parent offers stock purchase plan that offers its employees the opportunity to

purchase the Companys stock at five percent discount In general participants may elect to

have certain amount withheld through payroll over six-month period At the end of each

six-month period the employees withholding is used to purchase the Companys stock for the

employee at five percent discount from the closing price on the last day of the period

11 Equity Incentive Plans

The Companys Parent maintains three equity incentive plans the 2001 Equity Incentive Plan

the 2005 Equity Incentive Plan and the 2008 Equity Incentive Plan collectively the Plans All

of the options outstanding pursuant to the stock compensation plans at December 31 2008 are

options to buy common stock of the Companys Parent granted to employees of the Company
Under the terms of the Plans the Parent may grant eligible employees directors and other

individuals performing services for the Company various equity incentive awards up to

1250000 shares of options restricted stock or deferred shares No restricted stock has been

issued under any of the Plans

12 Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule Rule 15c3-1 under the Securities

Exchange Act of 1934 administered by the SEC and FINRA which requires the maintenance of

minimum net capital Under Rule 15c3-1 the Company is required to maintain net capital of

2/3% of aggregate indebtedness or $250000 whichever is greater as these terms are

defined
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brokersXpress LLC

Notes to Statement of Financial Condition continued

12 Net Capital Requirements continued

The Company is also subject to CFTC Regulation 1.17 Reg 1.17 under the Commodity

Exchange Act administered by the CFTC and the NFA which also requires the maintenance of

minimum net capital The Company as an introducing broker is required to maintain minimum

net capital equal to the greater of its net capital requirement under Rule 5c3- or $45000 under

Reg 1.17

At December 31 2008 the Company had net capital of $2597841 which was $2347841 in

excess of its net capital requirement The ratio of aggregate indebtedness to net capital at

December 31 2008 was 0.48 to The net capital rules may effectively restrict the payment of

cash distributions or other equity withdrawals

13 Related-Party Transactions

oX Inc in addition to being the Companys clearing broker provides the Company certain

support services such as the use of personnel equipment and facilities

At December 31 2008 the balance due from its affiliate includes the following receivable from

its affiliated clearing broker

Due from affiliate for commissions and interest receivable $1081133

Due to affiliate for support services provided 61495
Due from affiliate $1019638
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STATEMENT OF FINANCIAL CONDITION

brokersXpress LLC
December 31 2008

With Report of Independent Registered

Public Accounting Firm

Ernst Young LLP

ERNST YOUNG
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